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State: WASHINGTON 

Policy and methods used inestablishing payment rates for eachof the other types of care 
or service listed inSection 1905(a) of the Act that is included inthe program under the 
Plan. 

I. General 

A. The state agency will take whatever measures are necessary to assure 
appropriate auditof records wherever reimbursementis based on costs of 
providing careor service, or fee plus of materials. 

B. 	 The state agencyhas access to dataidentifying the maximum charges allowed; 
such data will bemade available to the Secretary of Health, Education, and 
Welfare upon request. 

C. Fee structures will be established which are designedto enlist participation of a 
sufficient numberof providers and services in the programso that eligible 
persons can receive the medical care and services included in the plan at least to 
the extent these are available to the general population. 

D. Participation in the program will be limited to the providersof services who 
accept, as payment in full, the amounts paidin accordance with the fee structure. 

E. State payment will not exceed upper limitsasdescribed in regulations found in 
42 CFR 447.250 through 447.371.Any increase in a payment structure that 
applies to individual practitioner services will be documentedin accordance with 
the requirementsof 42.CFR 447.203. 

11. Clinic Services 

A. Medicaid provider CLINICSare reimbursed at a fee-for-service rate established by 
the state. Payment will not exceed the prevailing charges in the locality for 
comparable services under comparable circumstances. SpecializedCLINICSare 
reimbursed only for services the clinic is approved to provide. 

B. 	 Rural Health Clinics - Effective January 1,2001, the payment methodology 
for Rural Health Clinics (RHCs) will conform to Section 702 of the Medicare, 
Medicaid, and SCHIP Benefits Improvement and Protection Act (BIPA) of 
2000. 

TN # 01-009 Approval Date: Effective Date: 1/1/01 
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State: WASHINGTON 

B. Rural Health Clinics (continued) 

Within BIPA 2000, all RHCsare reimbursed on a prospective payment 

system (PPS) with respect to services FURNISHEDon or after January 1, 

2001 and each succeeding year. 


Using the PPS methodology, the payment is set prospectively using an 

average of the clinic’s total reasonable costs for the clinic’s fiscal years 

1999 and 2000 and adjusted for any increase or decrease in the scope of 

services FURNISHEDduring the clinic’s fiscal year 2001 to establish an 

encounter rate. Beginning in the clinic’s fiscal year 2002 and any fiscal 

year thereafter, the encounter rate is increased by the percentage increase 

in theMedicare Economic Index (MEI) for primary care services, and 

adjusted for any increase or decrease within the clinic’s scope of services. 


BIPA 2000 allows for payment to an RHCusing an alternative 

methodology to the PPS, as long as the alternative methodology results in 

a payment to the clinic that is at least equal to the PPS payment rate. 

Since the State’s current methodology results in a payment that is at least 

equal to the PPS paymentrate, the State will continue to pay RHCs using 

its current methodology as an alternative to the PPS. Further, this 

alternative methodology will be agreed to by the State and the RHC, and 

documentation of each clinic’s agreement will be kept on file by the RHC 

Program Manager. If an individual RHC does not agree to be reimbursed 

under this alternative methodology, the RHC will be paid under the BIPA -

PPS methodology. 


Under the State’s current methodology, both provider-based and free­

standing RHCs will be reimbursed on an encounter rate basis for primary 

care services, as established for the clinic by the Medicarecarrier using 

the clinic’s audited Medicare Cost Report. The State willupdate the 

encounter rate annually, when notified by the Medicare CARRIERof a rate 

change. The Statewill annually recalculate the clinic’s reasonable 

encounter rate for fiscal year 1999 and 2000 plus theMedicare Economic 

Index for primary care services to insure that the alternative rate is at least 
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State: WASHINGTON 

B. Rural Health Clinics (continued) 

equal or greater than the PPS rate. Reimbursement for services other than 
rural health care primary care services will be reimbursed at a fee-for­
service rate established by the State. Medicaid-Medicare patients will be 
reimbursed as detailed in Supplement 1 to Attachment 4.19 (B), pages 1, 
2, and 3. 

Rural Health Clinics receiving their initial designation after January 1, 
2001 will be paid the encounter rate established by the Medicare carrier as 
reported to the State. The new clinic’s rate will be rebased annually using 
the same methods as above. 

For clients enrolled with a managed-care contractor, the State will pay the 
clinic a supplemental payment on a per member per month basis, in 
addition to the amount paid by the managed-care contractor. This will 
insure the clinic is receiving payments at least equal to that amount the 
RHC wouldreceive under the BIPA PPSmethodology. 

C. 	 Clinic services in comprehensive outpatient rehabilitation facilities will be 
paid the lesser of Medicare’s upper limits or thedepartment’s fee 
schedule. 
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State: WASHINGTON 

XVI.FederallyQualified Health CareCenters 

Effective January 1,2001, the payment methodologyfor Federally Qualified 
Health Centers (FQHCs) will conform toSection 702 of the Medicare, Medicaid, 
and SCHIP Benefits Improvement and Protection Act(BIPA) of 2000. Within 
BIPA 2000, all FQHCs are reimbursedon a prospective payment system (PPS) 
with respect toservices furnished on or after January 1,2001 and each succeeding 
year. 

Using the PPS methodology, the payment is set prospectively using the average 
of the center’s total reasonable costs for thecenter’s fiscal years 1999 and 2000, 
and adjusted for any increase or decrease in the scope of services h i s h e d  during 
the center’s fiscal year 2001 to establish an encounter rate. Beginning in the 
center’s fiscal year 2002 and any fiscal yearthereafter, the encounter rate is 
increased by the percentage increase in the Medicare Economic Index (MEI) for 
primary care services, and adjusted for anyincrease or decrease within the 
center’s scope of services. 

BIPA 2000 allows for payment to an FQHC using analternative methodology to 
the PPS, as long as thealternative methodology results in a payment to the center 
that is at least equal to the PPS payment rate. Since the State’s current 
methodology results in a payment that is at least equalto the PPS payment rate, 
the State will continue to pay FQHCs using its current methodology as an. 
alternative to the PPS. Further, this alternative methodology will be agreed to by 
the State and the FQHC, and documentation of each center’s agreementwill be 
kept on file by the FQHC Program Manager. If an individual FQHC does not 
agree to be reimbursed under this alternative methodology, the FQHC will be 
paid under the BIPA PPS methodology. 

Under the State’s current methodology, an FQHC will be reimbursed for services 
provided to Medicaid clients on an encounter rate basis for services provided. 
The encounter rate will be based on100 percent of the center’s reasonable and 
necessary costs as reported by thecenter on its cost report for the respective fiscal 
year. Once an audit of the center’s reported costs is performed by MAA, an 
audited encounter rate will be establishedfor each fiscal year period, and a 

TN # 01-009 Approval Date: Effective Date: 1/1/01 
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XVII. Federally Qualified Health Care Centers (Continued) 

settlement process will be done substituting the audited rate for the submitted 
rate. Any resulting underpayment or overpayment to the FQHC will be paid out 
or recouped. The State will update the encounter rate annually, using the center’s 
submitted cost report from its most recent closed fiscal year. The Statewill 
annually recalculate the center’s reasonable encounter rate for fiscal year 1999 
and 2000 plus the Medicare Economic Index for primary care services to insure 
that the alternative rate is at least equal or greater than the PPS rate. Medicaid-
Medicare patients will bereimbursed as detailed in Supplement 1 to Attachment 
4.19 (B), pages 1,2, and 3. 

FQHCs receiving their initial designation after January 1, 2001 will be paid the 
encounter rate established by its provisional cost report. After the closeof its 
fiscal year, its encounter rate will be adjusted using its submitted cost report. A 
settlement process will then be done, as above, once an audit of the center’s cost 
report has been completed. The new center’s rate will be rebased annually using 
the samemethods as above. 

For clients enrolled with a managed-care contractor, the Statewill pay the center a 
supplemental payment on a per member per month basis, in addition to the 
amount paid by the managed-care contractor. This will insure the center is 
receiving payments at least equal to that amount the FQHC would receive under 
the BIPA PPS methodology. 

XVII 	 Medical Services Furnished by a School District 
Reimbursement to school districts for medical services provided will be at the 
usual and customary charges up to a maximum established by the state. 

XVIII 	Mental Health Services 
Each community mental health provider participating in the Medicaid program is 
required to submit a cost report. These cost reports are aggregated, subjected to 
statistical tests, and the resulting information is used to determine a cost-based 

TN # 01-009 Approval Date: Effective Date: 1/1/01 
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XVIII Mental Health Services (Continued) 

rate for each provider. These rates are arrayed, from lowest to highest, and 
statewide maximum rates are set usingthe 55th Percentileof provider reported 
costs. Providers are required to bill their usual and customary charge (UCC) and 
they are paid at the UCC or the statewide maximum rate, whichever is lower. This 
process ensures that 100percent of cost is covered for the most efficient 55 
percent of the providers and provides an incentive for higher cost providers to 
lower their cost of providing service. 
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